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MOTEL APPRAISING ~- PART I 


HE development of the tourist court or motel began a long time ago. To 

be sure, the spacious and pleasant accommodations now available are 

comparatively recent, and the most sensational development of the busi- 
ness has come during the last 10 years. Although the marvel of modern automo- 
biles and highways has made possible this recent surge in the industry, tourist 
courts are of far more humble and ancient origin. 


From the first they were located on highways, or what served as such in those 
days, usually a buffalo trace or a warrior’s path. Often they were at the ford of 
a creek or river. In those early days, long before the Revolution, they were set 
up primarily as trading posts, taverns or small frontier forts. Sleeping accom- 
modations were usually in the loft or lean-to, and consisted of a bed of pine 
boughs or a sack of corn husks. 


For a hundred and fifty years their progress was almost entirely geographic 
rather than in the quality of their accommodations. As late as 1925 they were still 
referred to as “tourist camps,” and a good many of them were little better than 
that. During the depression of the 1930’s, as more people began to travel by auto- 
mobile, the demand for motels increased. By 1935 some 10, 000 were in operation, 
but the accommodations and equipment were still meager. 


The tremendous and continuous migration of war workers during the 1940-45 
period led to an even greater demand for space and set the stage for the postwar 
expansion that is still going on. At the close of the war there were approximately 
20,000 motels in operation, and a good many of them were comfortable, well de- 
signed and well equipped. Since then the number has more than doubled, and today 
there are about 55, 000. 


The latest information released by the TOURIST COURT JOURNAL indicates 
that total income from these courts amounted to $1. 386 billion in 1953. This is 
an average of $3.8 million per day. The industry has come a long way from the 
traders’ shacks on Loyalhanna Creek and the Holston River and, in the opinion 
of many observers, it will go a lot further. 


The continuing expansion of the industry and the increasing construction and 
modernization of highways should bring about a rise in motel appraising. These 
appraisals will be made for loan purposes in the case of new motels, for estimating 
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a fair sales or purchase price for existing motels, and for condemnation purposes 
in those cases where highway widenings, cloverleaves or access roads cause a 
loss in value to the owner of an existing motel. 


During the past few years we have appraised a good many motels, some for 
condemnation purposes and others for loan purposes. As a result we have assem- 
bled a considerable amount of information that we think will be useful to you when 
you appraise your next motel. The regional and national figures quoted in this 
bulletin were furnished by the TOURIST COURT JOURNAL of Temple, Texas, 
through the help and cooperation of its editor, Bob Gresham. 








Like most other types of improved property, motels can be appraised by the 
three approaches to value - the summation, the income, and the comparative. 
In this bulletin we will discuss the summation approach, and next month we will 
take up the other two. 


In using any approach to value you will probably have to do a good deal ofre- 
search. This is particularly true insofar as the summation approach is con- 
cerned. However, if your basic research is good, and there are no unusual fac- 
tors of economic depreciation at work, the summation approach will give youa 
good indication of value. 





Naturally, the value of the land will vary with its location. There is a rule 
of thumb in fairly general use that the ground in an average motel should cost 
about 10% of the total value of the enterprise. The breakdown is 70% for build- 
ings, 20% for furnishings, and 10% for land. Like any rule of thumb, this one is 
valid only as an average. For example, the land on the outskirts of a city will cost 
a great deal more than that several miles down the road. It is not unusual to find 
the land for a “terminal” type motel (one located near a city or resort area) running 
as high as 20% of the total investment. On the other hand, the ‘transient” type 
motel, or one located in a more remote area, will often occupy land worth as 
little as 5% of the total value. 


According to the TOURIST COURT JOURNAL, the following ratios prevailed 
in 1953: The ratio of land value to total value in motels in the North Central 
States averaged 10%, in the South Central States, 11%, in the Pacific and Moun- 
tain States, 18%, and in the New England, Middle Atlantic and Southern Atlantic 
States, 16%. For the entire United States it was 13%. The higher ratios in the 
Pacific and Mountain States and along the entire eastern seaboard indicate a high 
percentage of motels near large cities and near the many resorts in these areas. 


In looking over the land, there are a few rather obvious points that you should 
keep in mind. First of all, the site should have the three prime ingredients of 
any good retail location: traffic, accessibility, and visibility. It should, there- 
fore, be on or near a highway with enough frontage to allow easy access, and 
be visible from at least a quarter of a mile in both directions. The site should 
also be large enough to accommodate an attractive arrangement of buildings 
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and leave sufficient ground for parking, play area for children, and waste dis- 
posal lines. The topography of the site should also be carefully considered. 
Naturally, another point to look into is the utility service available. A site with 
sewers, water, gas, and electricity available is worth a lot more than one without 
them. 


If the highway is one that carries a large amount of truck traffic, the site 
should not be located too near a hill where grinding gears and roaring engines 
will keep the guests awake half the night. 


The cost of the buildings may vary greatly as motels differ so widely in their 
size, design, materials, equipment, and location. However, inthe St. Louis area 
the minimum frame or concrete block unit will cost about $2,100, anda brick 
unit will cost about $2,400. This includes the minimum basic requirements of a 
12 x 20 building with plastered walls, electricity, plumbing, and heat. Insulation 
and air conditioning are not included, nor are the other elements of better con- 
struction. This is a minimum cost in the St. Louis area. In outlying areas this 
cost may be somewhat lower because of cheaper labor costs. If the motel is con- 
structed in the usual way with the units in a cluster or multiunit building, the 
saving will be about 60¢ per square foot of ground area on a brick building because 
of the smaller amount of brickwork per unit. 


When you are appraising what might be termed a “submarginal” type of motel, 
or one that might be better described as tourist “cabins,” you will naturally 
use a lower cost. Buildings of this type are little better than garages. They are 
almost always of frame construction, with no heat or inside plumbing, and are 
lighted by a single drop fixture. These submarginal buildings will cost about 
$650 for a 10 x 15 unit with no heat and no plumbing, and with cheap wallboard 
instead of plaster. In the outlying areas their cost will be about $575 to $600. 


From these minimums the costs will go as high as $10, 000 per unit for the 
luxurious and ultramodern highway hotels now being built in some parts of the 
country. 


Going back to the figures published by the TOURIST COURT JOURNAL we find 
the following ratios between building value and total value in 1953. In the North 
Central States the average ratio of building value to total value was 75%, in the 
South Central States it was 74%, in the Pacific and Mountain States it was 68%, 
and along the eastern seaboard it was 69%. For the Nation it was 71%. While 
these ratios cannot be applied indiscriminately, they are useful benchmarks. If 
the property you are appraising varies from them by more than 6 or 7 points, you 
had better look for the reason. 


In appraising the furnishings and equipment you will again find widely varying 
values. There is such a great difference in the type, style, andcost offurnish- 
ings that it is useless to try to go into a detailed discussion of them here. A 
most helpful benchmark is again found in the TOURIST COURT JOURNAL ratios. 
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These show that in the North Central States the ratio of furniture and fixture value 
to total motel value in 1953 was 15%, in the South Central States it was also 15%, 
in the Pacific and Mountain States it was 14%, and along the eastern seaboard it 
was 18%. For the Nation it was 16%. Here, again, is a useful guide in checking 
your estimate of the value of the furnishings and equipment. 


Ordinarily, motels do not have so long a useful life as do most other types of 
income property. Somewhere between 25 and 50 years is the range. We are in- 
clined to lean toward the short side of this range in making our appraisals because 
of the uncertainty of estimating future traffic flow, highway routes, and other 
factors affecting the economic depreciation of the site. In the depreciation of the 
furnishings and equipment, about a 10-year life is usually accepted as a reason- 
able estimate. 


Next month we will take up the appraisal of motels by the income and compara- 
tive approaches. 
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